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Carr Riggs Ingram

RIGGS 1031 West Morse Boulevard

INGRAM Suite200

Winter Park Florida 32789
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www.cricpa.com

Independent Auditors Report

Board of Directors

First Security Capital Management Inc

Venice Florida

We have audited the accompanying statement of financial condition of First Security Capital

Management Inc as of June 30 2009 and the related statements of operations changes in

shareholders equity and cash flows for the year then ended that you are filing pursuant to rule

17a-5 under the Securities Exchange Act of 1934 These financial statements are the

responsibility of the Companys management Our responsibility is to express an opinion on these

financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement

An audit includes examining on test basis evidence supporting the amounts and disclosures in

the financial statements An audit also includes assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall financial statement

presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of First Security Capital Management Inc as of June 30 2009 and the results

of its operations and its cash flows for the year then ended in conformity with accounting

principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in the supplementary schedules computation of net

capital and computation of aggregate indebtedness as of June 30 2009 are presented for

purposes of additional analysis and are not required part of the basic financial statements but

are supplementary information required by rule 17a-5 of the Securities Exchange Act of 1934

Such information has been subjected to the auditing procedures applied in the audit of the basic

financial statements and in our opinion is fairly stated in all material respects in relation to the

basic financial statements taken as whole

August 13 2009



FIRST SECURITY CAPITAL MANAGEMENT INC

STATEMENT OF FINANCIAL CONDITION

JUNE 302009

ASSETS

Cash and cash equivalents 62979

Due from officer 57397

Prepaid expenses 2012

Property and equipment net 3193

Deposit with clearing organization 25000

150581

LIABILITIES AND SHAREHOLDERS EQUITY

Liabilties

Accounts payable and accrued expenses 15972

Shareholders equity

Common stock $1 par value 10000 shares

authorized 1000 shares issued and outstanding 1000

Additional paid-in-capital 87500

Retained earnings 46109

134609

150581

See notes to financial statements



FIRST SECURITY CAPITAL MANAGEMENT INC

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED JUNE 30 2009

Revenues

Investment advisory

Commissions

Other income

Operating expenses
Salaries and payroll taxes

Commissions

Professional and legal fees

Rent

Office expenses

Licenses and registration fees

Other operating expenses

Net loss

506494

64432

3050

573976

538877

17466

14844

19229

17748

7392

41590

657146

83170

See notes to financial statements



FIRST SECURITY CAPITAL MANAGEMENT INC

STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

FOR THE YEAR ENDED JUNE 30 2009

Common stock Additional Retained

Shares Amount paid-in-capital earnings Total

Balances beginning 1000 1000 87500 131727 220227

Distributions 2448 2448

Net loss for the year 83170 83170

Balances end of yea 1000 1000 87500 46109 134609

See notes to financial statements



FIRST SECURITY CAPITAL MANAGEMENT INC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30 2009

Cash flows from operating activities

Net loss 83170

Adjustments to reconcile net loss to net cash

used by operating activities

Depreciation and amortization 2432

Changes in operating assets and liabilities

Decrease in due from officer 95201

Increase in prepaid expenses 273
Decrease in accounts payable and accrued expenses 20026

Total adjustments 77334

Net cash used by operating activities 5836

Cash flows from investing activities

Purchase of equipment and net cash used by investing activities 2781

Cash flows from financing activities

Distributions and net cash used by financing activities 2448

Net decrease in cash and cash equivalents 11065

Cash and cash equivalents at beginning of year 74044

Cash and cash equivalents at end of year 62979

See notes to financial statements



FIRST SECURITY CAPITAL MANAGEMENT INC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30 2009

Nature of operations and summary of significant accounting policies

Nature of operations and organization

First Security Capital Management Inc the Company was incorporated in September

1995 as registered investment advisor The Company provides planning and investment

management services The corporate office of the Company is located in Venice Florida

Additionally the Company is an introducing broker-dealer registered with the Securities

and Exchange Commission SEC and is member of the Financial Industry Regulation

Authority FINRA formerly the NASD Trades are cleared principally by Pershing LLC
member of the New York Stock Exchange NYSE

Cash and cash equivalents

The Company considers all highly liquid debt instruments purchased with maturity of

three months or less to be cash equivalents

Property and equipment

Property and equipment is stated at cost The service lives for all property and equipment

have been estimated at to years and the straight-line method is used for depreciation

purposes Software and leasehold improvements are being amortized over and years

respectively using the straight-line method Maintenance and repairs that do not improve

or extend the lives of the respective assets are expensed currently

Impairment of long-lived assets

In the event that facts and circumstances indicate that long-lived assets or other assets

may be impaired an evaluation of recoverability would be performed If an evaluation is

required the estimated future undiscounted cash flows associated with the asset would be

compared to the assets carrying amount to determine if write-down is required If

write-down is required the Company would prepare discounted cash flow analysis to

determine the amount of the write-down

Income taxes

The Company and its shareholders have elected under Subchapter of the Internal

Revenue Code to have the Companys taxable income or loss reported by the

shareholders Because of this election federal income taxes have not been provided for in

the financial statements for the year ending June 30 2009

Use of estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and

assumptions that affect certain reported amounts and disclosures Accordingly actual

results could differ from those estimates



FIRST SECURITY CAPITAL MANAGEMENT INC

NOTES TO FINANCIAL STATEMENTS CONTINUED

FOR THE YEAR ENDED JUNE 30 2009

Nature of operations and summary of significant accounting policies continued

Revenue and expense recognition

The revenue of the Company is derived primarily from investment advisory fees and from

commissions earned on the sale of securities Investment advisory fees are generally

calculated as percentage of assets managed are paid in advance each quarter and are

amortized to income over the period for which the fees were paid Commission income is

recorded as of the date of the transaction leading to the commission

Computation of customer reserve

The Company is exempt from customer reserve requirements and providing information

relating to possession or control of securities pursuant to rule 15c3-3 of the Securities

Exchange Act of 1934 The Company meets the exempting provisions of Paragraph

k2ii

Advertising

The Companys policy is to expense advertising costs as the costs are incurred

Advertising for the year ended June 30 2009 was $18845

Property and equipment

Property and equipment consists of the following at June 30 2009

Computer equipment 12088

Software 22602

Office equipment 21259

Furniture and equipment 2074

Leasehold improvements 9828

67851

Less accumulated depreciation and amortization 64658

3.193

Depreciation and amortization expenses amounted to $2432 for the year ended June 30

2009

Net capital requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital

Rule rule 15c3-1 which requires the maintenance of minimum net capital at an amount

equal to the greater of $50000 or 2/3% of aggregate indebtedness and requires that the

ratio of aggregate indebtedness to net capital not exceed 15 to

As of June 30 2009 the Company had excess net capital of $10709 above the minimum

and net capital ratio of .26 to



FIRST SECURITY CAPITAL MANAGEMENT INC

NOTES TO FINANCIAL STATEMENTS CONTINUED

FORTHE YEAR ENDED JUNE 30 2009

Related party transactions

The Company leases office space on month-to-month basis from an entity in which the

majority shareholder of the Company is significant partner Rent payments to this entity

totaled $16170 for the year ended June 30 2009

Also the Company paid tax preparation fees to an affiliate totaling $2216 for the year

ended June 20 2009

Liability subordinated to the claims of creditors

None of the Companys liabilities have been subordinated to the claims of general

creditors at June 30 2009

Leases

The Company has an operating lease for copier The lease is non-cancelable and

expires in October 2010 The Company also leases office space from related party see
Note

At June 30 2009 the approximate future minimum rental payments required are as

follows

For the year ended June 30

2010 2196

2011 732

2928

Rental expense under the above mentioned lease totaled $2270 for the year ended June

30 2009

Supplementary disclosures of cash flow information

Cash was paid during the period for

Interest

Income taxes

Potential sale

The Company is currently being held for sale There is potential buyer however the

purchase is pending FINRA approval and has not closed as of the date of this report

There have been no costs incurred related to any potential sale and the business

operations have continued and are comparable to the prior year



FIRST SECURITY CAPITAL MANAGEMENT INC

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 OF THE

SECURITIES AND EXCHANGE COMMISSION

JUNE 30 2009

Total shareholders equity 134609

Deductions

Non-allowable assets

Cash and cash equivalents 11298
Due from officer 57397
Prepaid expenses 2012
Property and equipment net 3193

Net capital 60709

Reconciliation with Companys computation included in

Part II of Form X-17A-5 as of June 30 2009
Net capital as reported in Companys Part II

FOCUS report 69782

Adjustments

To record accounts payable and accrued expenses 9073

Net capital
60709

See auditors report



FIRST SECURITY CAPITAL MANAGEMENT INC

COMPUTATION OF AGGREGATE INDEBTEDNESS UNDER

RULE 17a-5 OF SECURITIES AND EXCHANGE COMMISSION

JUNE 30 2009

Accounts payable and accrued expenses and

aggregate indebtedness 15972

Ratio of aggregate indebtedness

to net capital
.26 to

See auditors report
10
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Independent Auditors Report

On Internal Control Required By SEC Rule 17a-5

Board of Directors

First Security Capital Management Inc

Venice Florida

In planning and performing our audit of the financial statements of First Security Capital

Management lnc.the Company as of and for the year ended June 30 2009 in accordance

with auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as basis for designing

our auditing procedures for the purpose of expressing our opinion on the financial statements

but not for the purpose of expressing an opinion on the effectiveness of the Companys internal

control Accordingly we do not express an opinion on the effectiveness of the Companys
internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 17a-5g
in making the periodic computations of aggregate indebtedness and net capital under Rule 17a-

3a11 and for determining compliance with the exemptive provisions of Rule 15c3-3 Because

the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities we did not review the practices and procedures followed by the

Company in any of the following

Making quarterly securities examinations counts verifications and comparisons

and recordation of differences required by Rule 7a-l

Complying with the requirements for prompt payment for securities under Section

of Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System

The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected

to achieve the SECs above-mentioned objectives Two of the objectives of internal control and

the practices and procedures are to provide management with reasonable but not absolute

assurance that assets for which the Company has responsibility are safeguarded against loss

from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph



Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect misstatements on timely basis significant deficiency is control

deficiency or combination of control deficiencies that adversely affects the entitys ability to

initiate authorize record process or report financial data reliably in accordance with generally

accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not be

prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that

practices and procedures that do not accomplish such objectives in all material respects

indicate material inadequacy for such purposes Based on this understanding and on our

study we believe that the Companys practices and procedures as described in the second

paragraph of this report were adequate at June 30 2009 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors

management the SEC and other regulatory agencies that rely on Rule 17a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not

intended to be and should not be used by anyone other than these specified parties

-.- L.LC..-

August 13 2009
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